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FEDERAL HOME LOAN BANK BOARD
A final rule which clarifies FHLBB's branching rules for institutions which
acquire out-of-state S&Ls through a supervisory merger was recently adopted
by the Bank Board. The rule permits S&Ls which acquire out-of-state insti
tutions in supervisory mergers to open new branches in the state where the
acquired institution is located as well as in their home state. The rule
makes official the policy on interstate branching which the Bank Board cur
rently follows when it allows an S&L to acquire an ailing institution across
state lines and is slightly modified from the earlier proposal. The Board
will still give preference to an in-state institution when it is looking
for merger partners for ailing thrifts. An S&L that is in the state by
virtue of its combination with a different ailing thrift will not be con
sidered an in-state institution. The Bank Board rule also permits out-ofstate branches for subsidiaries of multi-state, multiple savings and loan
holding companies as long as the out-of-state branch would result from
the consolication of some of the S&L subsidiaries of the holding companies.
GENERAL ACCOUNTING OFFICE
The IRS could improve taxpayer compliance by devoting its resources to areas
that maximize revenue impact, according to a new GAO report. The report
criticized the IRS for allocating its resources to cover all taxpayers
among its various tax compliance programs, rather than focusing resources
to produce maximum revenue. The report said that, "In doing so, the IRS
has purposely sacrificed some tax revenue by trying to stimulate voluntary
compliance through broad coverage of the taxpaying population rather than
maximizing the tax revenue available from the examination program." The
report suggested that the examination program could yeild an increase of
$92 million annually through allocating resources to programs based on their
costs and revenue return. At the request of GAO, the IRS estimated that
it would have raised additional tax revenue of $62 million in 1980 by shifting
some of its resources from examining returns of lower income taxpayers to
examining returns of groups with higher incomes. The report blames this
resource allocation program on the "fragmented nature of IRS' compliance
planning" and recommended that the IRS improve its data base in order to
track the costs and yields of particular projects. For the longer term, the
GAO suggested that IRS place more emphasis on determining why some people
comply with the tax law and others do not. With the total revenue lost from
non-compliance estimated at $97 billion by the IRS, no current IRS research
projects are underway regarding unreported income which GAO calls the IRS’
most severe compliance problem. The report, titled "Further Research Into
Noncompliance is Needed to Reduce Growing Tax Losses," GAO-GGD-82-34 is
available from the GAO at 202/275-6241.
LABOR, DEPARTMENT OF
A simplification of reporting requirements for small employee benefit plans was
implemented recently by the adoption of revised regulations on the subject
by the Office of Pension and Welfare Benefit Programs (see the 7/23/82
Fed. R e g ., pp. 31871-74). The amendments to the summary annual report
regulations allow small plans (fewer than 100 participants ) to use Form
5500-R in place of the existing summ a r y annual report for years in which
they file that form. The new rules conform the summary annual report re
quirements to the triennial reporting system for small plans which began
with the 1980 plan year. Under that reporting system, small plans file a
detailed annual report once every three years on Form 5500-C or K and a brief
registration form, Form 5500-R in the two intervening years. With the imple
mentation of triennial reporting, the Department of Labor determined that
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information reported on Form 5500-R. Two alternative methods are provided by
the revised regulations for small plans to satisfy their summary annual re
porting requirements when they file Form 5500-R. They may notify participants
and beneficiaries individually in writing or by appropriate posting of a
notice at their worksites that copies can be obtained on request. The amend
ments are effective 7/21/82. For additional information contact Joseph Roberts
at 202/523-8684.
SECURITIES AND EXCHANGE COMMISSION
A revision of regulations governing the form and content of financial statements
filed for bank holding companies, Article 9 of Regulation S-K, was recently
proposed by the Commission (see the 7/26/82 Fed. Reg., pp. 32158-69). The
revisions are a part of the Commission's reexamination of its requirements
for financial statements in connection with its efforts to integrate dis
closure requirements under the Securities Act of 1933 and the Securities
Exchange Act of 1934. The proposed changes eliminate rules which are
duplicative of generally accepted accounting principles, GAAP, integrate
and simplify the rules and update the reporting requirements to reflect
current financial reporting practices. The Commission has also authorized
the proposal of amendments to the Guides of Statistical Disclosures by Bank
Holding Companies in order to incorporate certain disclosures proposed to be
eliminated from the requirements of Article 9. Comments are requested by
9/30/87. For additional information contact Marc D. Oken at 202/272-2157.
SPECIAL:

SENATE BANKING COMMITTEE TO MARK UP FINANCIAL REFORM LEGISLATION

A legislative package designed to address the competitive and financial needs
of depository institutions will be the subject of a Senate Banking Committee
mark up on 8/4-5/82. The legislation, in the form of a Committee print,
is a combination of three bills, S. 1720, the depository institutions’competitive
powers bill,S. 2531, the capital assistance bill and S. 2532, the regulator's
bill. The capital assistance and regulator's titles provide immediate, short
term assistance to thrift institutions, while the capital assistance provisions
establish a program whereby federally insured financial institutions may
exchange capital notes with the federal insurance agencies to buoy up such
institutions's net worth. The regulators' provisions expand the federal in
surance agencies' ability to manage problem institution situations through
financial assistance and facilitated mergers. The measure also provides
thrift institutions with expanded powers so they can adequately diversify
their portfolios while remaining the primary source of residential financing
for the country. Thrifts' commercial lending powers are phased in (from 5 per
cent to 20 percent of assets) as interest rate differentials are phased out
and terminated by 1/1/85. Under the legislation,all depository institutions
will be given new competitive methods for competing with money market mutual
funds and the DIDC w ould be required to authorize a new account generally
comparable to money market funds within 60 days of enactment of this legis
lation. Commercial banks would be authorized to underwrite municipal reve
nue bonds,but only through separate bank holding company subsidiaries. Addi
tionally, all depository institutions would be authorized to sponsor and sell
shares of mutual funds. The hearing will begin at 9:30 a.m. in Room 5302,
Dirksen Senate Office Building on both days.
SPECIAL:

H.R. 4961 TO MOVE DIRECTLY TO CONFERENCE COMMITTEE

H.R. 4961, the "Tax Equity and Fiscal Responsibility Act of 1982," the Senate_s
tax revenue bill, will be the focus of consideration of a House/Senate
conference conmittee on 8/3/82. The House voted 208 to 197 on 7/28/82, to
bypass the option of writing its own tax bill and will instead seek changes
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in the Senate passed bill, H.R. 4961, in a conference. Only 44 of the 192
Republican members of the House voted in favor of the unusual procedure,
while 137 Republicans opposed it on grounds that it was an abandonment of
the constitutional responsibility of the House to originate revenue measures.
Sixty Democrats also voted against the proposal. Rep. Dan Rostenkowski (D-IL),
Chairman of the Ways and Means Committee, told House colleagues on the floor,
"While this may seem a somewhat extraordinary procedure for House considera
tion of a major revenue bill, the severe economic distress and volitile
political environment at this moment in the judgement of the committee, dictate
that we travel this route." Pledging to work for a fair, equitable tax
package, Rostenkowski said he would seek elimination of some 45 "special
interest" amendments approved by the Senate.
It is unclear at this time
whether the AICPA supported Armstrong-Long amendment to Section 341, dealing
with the penalty for substantial underpayment of tax, has been included in
Rostenkowski's group of "special interest" amendments.

For additional information, please contact Jim Kovakas, Gina Rosasco,
Nick Nichols or Kathee Baker at 202/872-8190.
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